
COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

* + * * *  

In t h e  Matter of: 

THE APPLICATION OF SOUTH KENTUCKY RURAL 
ELECTRIC COOPERATIVE CORPORATION FOR ) 

RATE INCREASE I N  CASE NO. 7981 ) 

AN ORDER AUTHORIZING A PASS-THROUGH OF ) CASE NO. 8011 
EAST KENTUCKY POWER WHOLESALE POIVER 

O R D E R  

On October 31, 1980, S o u t h  Kentucky R u r a l  E l e c t r i c  

C o o p e r a t i v e  C o r p o r a t i o n  ( A p p l i c a n t )  f i l e d  its A p p l i c a t i o n  t o  

f low- through any  i n c r e a s e  i n  rates g r a n t e d  its w h o l e s a l e  

p o w e r  s u p p l i e r ,  E a s t  Kentucky Power Company, I n c .  ( E a s t  

Kentucky)  i n  Case No. 7981. A p p l i c a n t  is o n e  of e i g h t e e n  

m e m b e r  d i s t r i b u t i o n  cooperatives of E a s t  Kentucky.  I n  C a s e  

NO. 7981, East Kentucky r e q u e s t e d  a n  i n c r e a s e  in r e v e n u e  of 

a p p r o x i m a t e l y  $25,631,320. O f  this t o t a l  increase, Appli- 

c a n t  would e x p e r i e n c e  a n  i n c r e a s e  i n  power costs of a p p r o x i -  

m a t e l y  $2,788,313. T h i s  i n c r e a s e  r e p r e s e n t s  10.88% of t h e  

p roposed  E a s t  Kentucky i n c r e a s e  and  would r e s u l t  i n  a n  

o v e r a l l  i n c r e a s e  t o  A p p l i c a n t ' s  consumers  of 18.06%. 

The matter w a s  s c h e d u l e d  fo r  h e a r i n g  on J a n u a r y  23, 

1981, a t  t h e  Commiss ion ' s  off ices  i n  F r a n k f o r t ,  Kentucky.  

The h e a r i n g  w a s  c o n d u c t e d  as  s c h e d u l e d  and  t h e  Consumer 

P r o t e c t i o n  D i v i s i o n  of t h e  A t t o r n e y  G e n e r a l ' s  o f f i c e  was t h e  

o n l y  i n t e r v e n o r  p r e s e n t .  

The mat ter ,  o f  t h e  methodology for r a t e -mak ing  pu r -  

poses, t o  process t h e  i n c r e a s e d  p o w e r  cos t  was d i s c u s s e d  by 

M r .  L. Cole of J a c k s o n  County R u r a l  E l e c t r i c  C o o p e r a t i v e  

C o r p o r a t i o n  i n  h i s  t e s t i m o n y  as spokesman for a l l  e i g h t e e n  

(18) c o o p e r a t i v e s  a n d  Mr. M. Kays i n  h i s  t e s t i m o n y  on b e h a l f  

of t h e  methodology o f  Grayson  County R u r a l  E l e c t r i c  Coop- 

erative C o r p o r a t i o n .  The methodology m o s t  u s e d  by t h e  

applicants w a s  t h e  p e r c e n t l l e  method, whereby the increased 



w h o l e s a l e  power cost is d i v i d e d  by the n o r m a l i z e d  test 

period revenue, then 100% is added t o  t h e  quotient a n d  

m u l t i p l i e d  by all t h e  c u r r e n t  rates. Another  r a t e -mak ing  

procedure, an  energy adder charge t o  metered KWYH sales, w a s  

also d i s c u s s e d .  The e n e r g y  adder c h a r g e  p r o c e d u r e  is t h e  

process whereby t h e  increased w h o l e s a l e  power cost is 

divided by the metered KWH’s a n d  t h e  q u o t i e n t ,  b e i n g  i n  

dollars per KWH, is added  t o  t h e  metered KWH rates o n l y .  

The Commission a f t e r  review of t h e  e v i d e n c e  of record 

and  b e i n g  advised is of t h e  o p i n i o n  and  so  FINDS: 

(1) T h a t  t h e  a c t u a l  i n c r e a s e  g r a n t e d  E a s t  Kentucky i n  

C a s e  N o .  7981 is $25,631,320 w h i c h  w i l l  r e s u l t  i n  a n  i n c r e a s e  

i n  power costs t o  A p p l i c a n t  of $ 2 , 7 8 8 , 3 1 3 .  

( 2 )  T h a t  A p p l i c a n t  is e n t i t l e d  to recover t h e  i n -  

creased w h o l e s a l e  power costs granted  i n  Case N o .  7981 and 

its f i n a n c i a l  c o n d i t i o n  would be m a t e r i a l l y  impai red  i f  it 

were n o t  allowed t o  recover t h i s  a d d i t i o n a l  cost .  

(3) T h a t  t h e  revised rates and  charges set o u t  i n  t h e  

a t t a c h e d  Appendix “A“ are designed t o  reflect only t h e  

increased power costs from E a s t  Kentucky,  g r a n t e d  i n  t h e  

f i n a l  order in C a s e  N o .  7981. 

( 4 )  T h a t  t h e  f low- th rough  of t h e  who lesa l e  power costs 

will n o t  r e s u l t  i n  any  a d d i t i o n a l  n e t  marg in  t o  A p p l i c a n t .  

(5) T h a t  t h e  most equi table  method f o r  rate-making 

p u r p o s e s  is t h e  e n e r g y  adder c h a r g e ,  t h e r e f o r e ,  this is t h e  

ra te -making  p r o c e d u r e  used ta d e t e r m i n e  t h e  f i n a l  rates i n  

t h i s  case. 

IT IS THEREFORE ORDERED, that South Kentucky Rural 

Electric Cooperative C o r p o r a t i o n  is h e r e b y  a u t h o r i z e d  t o  

flow-through t h e  i n c r e a s e d  power costs resulting f r o m  t h e  

rate increase g r a n t e d  its whalesale power supplier in Case 

No. ‘7081. 

IT IS FURTHER ORDERED, t h a t  t h e  ra tes  set out i n  

Appendix “8” s h a l l  be placed i n t o  effect s i m u l t a n e o u s l y  with 

the e f f e c t i v e  date of t h e  E a s t  Kentucky w h o l e s a l e  power 

i n c r e a s e .  
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IT IS FURTHER ORDERED, t h a t  South Kentucky Rural 

Electric Cooperat ive  Corporation s h a l l  f i l e  w i t h i n  twenty 

( 2 0 )  days from t h e  date of t h i s  Order its revised tariff 

sheets setting out t h e  rates and charges approved h e r e i n .  

Done at Frankfort, Kentucky, this t h e  26th day of February, 1981. 

ENERGY REGULATORY COMMISSION 
1 - _ _  
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/------ -------- 

ATTEST : 

Secretary 



APPENDIX "A '' 

APPENDIX TO AN ORDER OF THE KENTUCKY ENERGY 
REGULAT'ORY COMMISSION IN CASE NO. 8011 
DATED FEBRUARY 26, 1981. 

The following rates and charges are prescribed for  the customers 

i n  the area s e r v e d  by South Kentucky Rural Electric Cooperat ive  Cor- 

poration. A l l  o t h e r  rates and c h a r g e s  n o t  s p e c i f i c a l l y  mentioned 

herein shall remain t h e  s a m e  as those i n  e f f e c t  under a u t h o r i t y  of 

this Commission p r i o r  t o  t h e  d a t e  of this Order. 

SCHEDULE A 
RESIDENTIAL, FARM AND NON-FARM SERVICE* 

R a t e s  : 

First 30 KWB Per  Month or L e s s  (Minimum B111) $4.93 
Next 70 KWH Per Month .06372 Per W B  
Next 900 KWH Pes Month .04632 Per KWH 
Over 1,000 EXH Per Month .a3952 Per KWH 

SCHEDULE B 
SMALL COMMERCIAL RATE* 

Rates : 

Demand Charge 

F i r s t  10 Koa of Bflling Demand Per Month No Charge 
E x c e s s  above 10 KW of Billing Demand Per  Month $3.16 Fer  KW€i 

P l u s  Energy Charge 

F i r s t  30 KIPH Per Month or Less (Minimum Bill) $4.93 
N e x t  70 ECATH Per Month .06282 Per KWH 
N e x t  900 KWH Per Month .05162 Per KW€i 
Over 1,000 KWH Per  Month .a4822 Per KWH 

SCHEDULE LP 
LARGE POWER RATE* 

Rates  : 

Demand Charge 

$3.16 Per Month P e r  KW of Billing Demand 

Plus Energy Charge 

F i r s t  3,500 KWH Per Month 
Next 6 , 5 0 0  KWII Per Month 
Next 140,000 KWB Per  Month 
Next 150,000 KWH Per Month 
N e x t  700,000 KWH Per  Month 
Over 1,000,000 KWH Per Month 

s.04222 Per KWH 
.03742 Per KWH 
.03442 Per KWH 
.(I3432 per KYJH 
.03422 Per KWH 
.03412 Per KOPH 



Q . 
SCHEDULE OPS 

OPTIONAL POWER SERVICE* 

Rates : 

F i r s t  1,000 KWH P e r  Month 
Over 1,000 KFFH Per Month 

SCHEDULE STL 
STREET LIGHTING SERVICE* 

R a t e :  : 

$.07282 P e r  RWH 
.04942 Per KWR 

Mercury Vapor Bulbs 

Up t o  and i n c l u d i n g  175 w a t t s  ( 7 4  KWHJLight) $3 .21  

Excess of 175 W a t t s  up t o  and  including 
400 Watts (162  ROJB/Light) $5.38 

Sodium Bulbs 

U p  t o  and i n c l u d i n g  150 Watts (63 KV!H/Light) $4.32 

Excess  of 150 Watts up t o  and i n c l u d i n g  
360 Watts (135 KWH/Light) $6 .25  

SCHEDULE OL 
OUTDOOR LIGHTING SERVICE - SECURITY LIGHTS* 

R a t e s  : 

175 Watt Mercury Vapor - Metered $3.27  

175 W a t t  Vercury Vapor - Unmetered 
(74 KWHlLight) $4.74 

*Fue l  Adjustment  
All rates are a p p l f c a b l e  t o  t h e  F u e l  Adjus tment  C l a u s e  and  

may be i n c r e a s e d  o r  d e c r e a s e d  by a n  m o u n t  p e r  KWH equal t o  t h e  
fuel adjustment amount per KWH as b i l l e d  by the Wholesale Power 
S u p p l i e r  p l u s  a n  a l l o w a n c e  f o r  l i n e  losses. The a l l o w a n c e  for 
l i n e  losses w i l l  n o t  exceed  lo% and is based o n  a twelve-month 
moving a v e r a g e  of s u c h  losses. T h i s  F u e l  C l a u s e  is  subjec t  t o  
a l l  o t h e r  a p p l i c a b l e  p r o v i s i o n s  as set o u t  i n  807 KAR 50:Q75. 
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